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IRAQ: 


Exchange Rate (a) 


US$1.00 = 0.312 ID (In US$ Million, Current Prices) 

ID 1.00 = US$3.22 1984 1985 1986 * 

National Income 36,646 40,597 36,988 

Per Capita Income (US$) 2,432 2,605 2,298 

Gross Domestic Product 45,556 49,467 45,501 
State’s Share (%) 66 70 68 

Agricultural Sector 

Output 6,246 6,913 6,996 
State’s Share (%) 44 53 53 

Construction Sector 

Output 4,160 4,300 3,220 
State’s Share (%) 6 a3 14 

Industrial Sector 

Output 4,288 4,560 3,928 
State’s Share (%) 63 75 78 

Trade + Serv. Sector 

Output 4,994 6,180 5,124 
State’s Share (%) 49 S7 48 

Transportation and 

Communications Sector 

Output 2,648 2,471 2,955 
State’s Share (%) 3 22 a7 

Fixed Capital Formation 11,656 11,838 8,728 
Buildings 4,511 4,706 3,405 
Other Construction 4,338 4,800 3,027 
Machinery etc. 2,397 1,995 1,755 
Transport Equipment 471 338 252 

TRADE (in US$ million) 1984 1985 1986 

Total Exports 9,228 10,349 7,634 
Exports to U.S. 129 491 473 

Total Imports 9,858 10,376 8,847 
Imports from U.S. 664 427 528 


* Provisional figures 


SOURCES: 


National accounts from Iraqi Government’s "Abstract of Statistics"; 
Total Exports/Imports from IMF’s "Direction of Trade Statistics"; 
U.S. Trade from U.S. Department of Commerce Statistics. 
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I SUMMARY * 


Last year saw a marked improvement in the Iraqi economy. This 
was largely due to the following factors: 1) a sharp rise in 
oil export earnings combined with a modest decrease in import 
expenditures; 2) debt rescheduling agreements with Iraq’s 
creditors; 3) expanded credit facilities from some of Iraq’s 
major trading partners; 4) expanded private sector and 
investment activity; and 5) savings and efficiencies in 
government administrative and economic operations. Although 
Iraq’s foreign debt continued to grow in 1987, Iraq experienced 
its first balance-of-trade surplus for nonmilitary goods since 
the beginning of the Iraq-Iran war in 1980. 


Iraq’s proven oil reserves of over 100 billion barrels. 
represent the world’s second largest pool of oil. Iraq 
increased oil production from 1.7 million barrels per day 
(mbpd) in 1986 to 2.5 mbpd by the end of 1987. Work continued 
in 1987 on the expansion of crude oil production and export 
capacity as well as on Iraq’s strategic pipeline system. Iraq 
has an estimated 1.3 trillion cubic meters of gas reserves and 
produced some 10 billion cubic meters of associated gas from 
crude oil production in 1987. Since 80 percent of gas output 
is currently flared, a nationwide grid is being commissioned to 
supply power stations and for export to Kuwait and Jordan. 


Servicing its debt and post-war reconstruction will be major 
challenges for Iraq following the war. Current estimates 
indicate that over $28 billion are owed to non-Arab countries 
and that Iraq has received between $30 billion and $50 billion 
in assistance from friendly Arab countries. Even if Iraq’s 
current foreign exchange earnings increase from the 1987 level 
of $12 billion over the next 5 years, estimated principal and 
interest payments of some $18 billion on its non-Arab debt 
during the same period will limit Iraq’s ability to fund basic 
imports and reconstruction and economic development at the same 
time. A general rescheduling of Iraqi debt over a longer term 
and the provision of reconstruction aid from Arab and other 
countries will be important factors in determining Iraq’s 
post-war economic prospects. 


U.S. firms should enjoy significant opportunities in areas 
where their products and services have a technological edge, 
are price competitive, or both. Projects to rebuild damaged 
0il production infrastructure such as offshore export 
terminals, pipelines, pumping stations and storage facilities 
should receive first priority in the government’s 
reconstruction plans and U.S. suppliers and engineering firms 
should be in a strong position to win major contracts. This 
should also be the case 


* This report was prepared in September 1988. 











- 4- 


for fertilizer, iron and steel, petrochemical and other 
industrial projects either delayed or mothballed during the 
war. American firms should continue to enjoy a strong position 
in agricultural goods, health care products and equipment, 
computers and other high-technology goods and services. Iraq’s 
efforts to increase domestic industrial production will create 
demand for raw materials, capital goods, and components and 
other industrial inputs. The United States should also be ina 
good position to provide technical and managerial know-how in 
this regard. 


it CURRENT ECONOMIC TRENDS 


During 1987 Iraq continued to adjust to the 1986 shock of 
falling world oil prices. The need for economic retreat 
spurred government programs of economic reform and innovation. 
The decline in oil prices aggravated existing problems caused 
by Iraq’s 7-year war with Iran. These problems included low 
foreign exchange reserves, rising foreign debt and dependence 
on imports of basic commodities and of industrial and 
agricultural inputs. In addition, long-standing distortions 
resulting from statist economic policies pre-dating the war, 
hindered the economy’s ability to adjust. By the end of 1987, 
however, higher oil prices, debt rescheduling and continued 
financing from major trading partners combined with the 
government’s economic reform initiative resulted in a positive 
balance of trade of some $4 billion and reduced government 
expenditures. 


With about 95 percent of Iraq’s export earnings derived from 
the sale of crude oil and oil products, Iraq’s economic 
development is highly dependent on oil-related external 
factors. During 1987, Iraq’s oil export prices remained 
relatively stable at around the government-set sales prices of 
$17.66 per barrel for Kirkuk and $17.30 per barrel for Basra 
Light. The continuing decline of the U.S. dollar undercut 
Iraq’s purchasing power relative to other major suppliers, but 
at a slower rate than in 1986. As was the case in 1986, most 
of Iraq’s foreign creditors rescheduled short- and medium-term 
maturities due in 1987. The year ended with marked progress 
toward economic stabilization, but, after 7 years of war with 
Iran, the economic and financial situation remained extremely 
tight and the hard currency crisis resulted in the continuation 
of severe economic austerity measures. 


Population and the Labor Force: The Iraqi Government census of 
October 17, 1987 reported a population of 16.3 million, with 60 
percent of the population under 20 years of age. There are 
36.7 inhabitants per square kilometer. 
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The war with Iran absorbed most Iraqi men of military age for 
service of indefinite duration. The void left in the civilian 
economy has been filled by expatriate workers, primarily from 
Egypt, Sudan and East Asia. The Iraqi Government began 
reducing the numbers of expatriate workers in 1987 as well as 
the hard currency those remaining could repatriate. With an 
end to the war, the number of expatriates working in the 
service sector may be reduced further as soldiers return to 
civilian life. However, demobilization of the military may 
prove to be a slow and gradual process. Major reconstruction 
and development projects should increase the demand not only 
for highly skilled expatriates, but for general laborers as 
well. 


Cost of the War: The Iraqi Government has not provided data on 
the economic costs of the war. Outside estimates vary from 
$5.5 billion per year for war material only to an overall 
figure of $13.2 billion per year estimated by the Stockholm 
International Peace Research Institute. The cost alone of 
rebuilding Iraq’s war-damaged transport facilities, oil 
installations, housing, factories, schools and hospitals is 
estimated at $30 billion. The Japanese Institute of Middle 
East Economic Studies estimates that war-damage to oil 
installations totals $8 billion. 


Inflation: The inflation rate for 1987 is estimated at a 
minimum of 20 percent. The high rate of inflation is 
attributed to the government’s stringent import controls and 
the freeing of prices on domestically produced agricultural 
commodities. Unofficial trading in the Iraqi dinar saw its 
value decline in 1987 from over ID 1.000 per $1 to ID 2.000 
per $1 by the end of the year, which contributed to sharply 
higher prices for imported goods. 


Foreign Debt: Iraq owes an estimated $28 billion to non-Arab 
creditors and has received an additional $30 billion to $50 
billion in assistance from Arab states during the war. The 
non-Arab debt is short- and medium-term debt with approximately 
$14 billion due in the next 3 years. Principal and interest 
payments are estimated at $5.2 billion for 1988, $4.6 billion 
for 1989, $3.8 billion for 1990, $2.7 billion for 1991 and $1.5 
billion for 1992. The bulk of the non-Arab debt is owed to 
France, Italy, the United Kingdom, West Germany, Japan and 
Turkey. It is widely believed that Iraq will need to 
reschedule its short-term debt and that it may attempt to do so 
multilaterally. While there is no official information on the 
conditions and status of Arab financial assistance, it is 
assumed that these funds will not require repayment. 
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Economic Reform: Once staunchly socialist, Iraq’s leadership 
is instituting a number of broad economic changes to revive the 
economy, including expanding the Iraqi private sector’s role. 
The focus is now on boosting domestic agricultural and 
industrial production to increase the overall supply of goods 
in Iraqi markets, to broaden the range of Iraqi exports, and 
provide locally produced substitutes for goods and services 
which are now imported. The government is also interested in 
minimizing the economic impact of the nearly 8-year war with 
Iran on Iraq’s population. 


The government’s economic reform program, which started in 
February 1987, includes steps to eliminate some of the 
bureaucratic and organizational factors constraining 
production. These reforms include increasing working hours, 
cutting back on the number of government officials and on 
bureaucratic interference and supervision of state and mixed 
sector companies, expanding the decision-making authority of 
state company managers, and establishing means for state sector 
workers to share in the profits and losses of the state 
companies where they work. State industry export earnings were 
reportedly up 400 percent in 1987 by $63.6 million while 
economic and administrative reform savings were reported at 
$1.2 billion. President Saddam and officials throughout the 
government have talked about the need to expand the mixed and 
private sectors’ economic roles. 


On these lines, a number of state sector productive assets have 
been sold to private investors, a step which is a major break 
from previous Iragi Government policies. The Iraqi Government 
no longer hoids that the state needs to own and manage all 
large-scale productive enterprises. Instead the private and 
mixed sectors should buy and manage many of these existing 
activities and most of the new ones. Strategic, military, and 
certain other large-scale industries, for example the oil and 
petrochemical industries, will, however, remain in the state 
sector. 


The emphasis now is on capturing local funds and using them to 
build and expand productive assets. Previously Iraqi investors 
had few areas other than real estate or shops in which to 
invest. Now, the state is selling off or leasing assets in 
tourism, agriculture and light industry to the private sector 
and foreign Arab investors. Import restrictions are being 
eliminated on goods purchased with capital held abroad by 
Iraqis. The Iraqi private sector is being wooed by the 
government to lend its expertise and energy to the country’s 
development and to repatriate capital held abroad. 
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Foreign Investment: The Iraqi Government recently approved 
Iraq’s first foreign investment law. The law is designed to 
expand Arab foreign investment in Iraq and to foster regional 
economic coordination and integration. Local media reports 
indicate that the Government of Iraq is placing particular 
emphasis on investment in industrial, agricultural, tourism, 
construction and engineering projects. Non-Arab foreign 
investment remains prohibited. 


Arab foreign investment in the past had been largely subject to 
the same regulations and provisions as local investment. 
However, foreign Arab investment was confined to specific areas 
prescribed by the Iraqi Government’s development plan. All of 
these limitations have now been removed and the new law 
provides several other preferential conditions. 


The principal incentive is guarantees against nationalization 
as well as against any future legislation which might prejudice 
investment rights under the law. During the first 5 years, 
investment is exempt from income taxes and profits repatriation 
is permitted up to 20 percent per year of the original 
investment capital. In addition, Arab foreign investment is 
exempted from a number of duties, fees and taxes that apply to 
Iraqi investment. With this important, if limited, development 
in economic liberalization, a vital step has been taken toward 
a wider opening of the economy. 


Foreign Trade: While Iraq’s imports of nonmilitary goods 
continued to decline in 1987, its export earnings increased by 
an estimated $4 billion or by over 37 percent. The export of 
crude oil, refined petroleum products and natural gas 
represented over 95 percent of export earnings. After oil, 
dates, phosphate, sulphur and cement represented the major 
export earners. Following a program of strict austerity, 
Iraq’s imports were limited to priority needs. These included 
foodstuffs, essential inputs for national industry, 
pharmaceuticals and spare parts. The sharpness of Iraq’s 
estimated $1.3 billion decline in imports is magnified when the 
fact that 38 percent of imports come from EEC countries (25 
percent) and other OECD countries excluding the United States 
whose currencies have appreciated markedly against the dollar. 
Thus, imports by dollar-earning Iraq have declined in real 
terms significantly more than is revealed by export/import 
value data. 








- 8 - 


The following table provides a breakdown of Iraq’s trade 


(excluding military goods) with its leading suppliers 
(in $ billion): 


Exports Imports 
"85 "86 "87 "85 "86 ‘87 
World Total 10.4 T36 11.8 10.4 8.8 Feo 
Industrial 
Countries 
United States 0.5 0.5 0.5 0.4 0.5 0.7 
FR Germany 0.1 0.9 0.4 0.9 0.7 0.5 
France Le2 0.6 1.0 0.8 0.6 9.4 
Japan 0.6 0.9 0.7 ix5 ZS 0.4 
United Kingdom 0.1 0.1 0.1 0.6 ..7 0.4 
Italy ed OT 23 0.8 0.7 0.8 
Developing 
Countries 
Turkey ae: 0.7 32 AL 0.8 OTs 
Yugoslavia 0.8 0.7 0.3 o.3 0.4 0.3 
Brazil 2.0 234. 1.6 0.6 0.4 OS 


Source: IMF, "Direction of Trade Statistics"; EEC Estimates for 
1987 


Financing: An important factor influencing market share of 
Iraq’s major trading partners has been the readiness of 
suppliers and contractors to offer their clients credit. 

Turkey maintained its short-term credit arrangement for 
foodstuffs and industrial goods in 1987 and became Iraq’s 
largest supplier. The United States increased its Commodity 
Credit Corporation (CCC) Credit Guarantee Program for 
agricultural commodity exports, which represented approximately 
80 percent of total U.S. exports to the country. Yugoslav 
companies continued to take advantage of substantial 
government-to-government credit arrangements. Brazil, an 
important customer for Iraqi crude oil involved in major 
construction projects and supply contracts, signed a sizeable 
2-year oil countertrade deal (worth $1.2 billion)_in December 
1987. The USSR remains the largest supplier of arms to Iraq. 
Civil exports increased by 34 percent to $550 million and 
included machine tools, equipment for the oil and gas 
industries, power generation machinery and trucks. 


In the absence of credit guarantees from their government, 
Japanese groups still provided very limited in-house credits, 
but Japan lost its lead position in the Iraqi market. 

Following a stalemate in the 1987 financial negotiations, Japan 
is still owed substantial amounts by Iraq which was either 
unable or unwilling to meet its commitments. 
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In January 1987, only the United Kingdom among EC countries 
continued to provide Iraq with export credits, although at that 
time half of the 250 million pound lines of credit available 
for 1985-86 remained unused and a new 50 million pound credit 
for pharmaceuticals and medical equipment had not been drawn 
down. These credit facilities were, however, utilized during 
the year and further lines of credit amounting to 175 million 
pounds were agreed to in September 1987. 


France and West Germany signed an agreement for the recycling 
of their short-term debts covered by COFACE and HERMES 
respectively in July and November. 


Hydrocarbons: By the close of 1987, Iraqi crude oil production 
had reached 2.5 mbpd from 1.7 mbpd in 1986. Approximately 
300,000 bpd of this total was consumed domestically as refined 
products. Iraq currently exports over 1.5 mbpd through 
parallel pipelines to Turkey and 500,000 mbpd through the 

IPSA I pipeline to the Saudi Arabian port of Yanbu on the Red 
Sea. Iraq also exports over 200,000 bpd of crude oil by truck 
to Turkey and Jordan. Saudi Arabia and Kuwait also produce oil 
on Iraq’s account in the "Divided Zone" south of Kuwait, but 
this production is not included in Iraqi production 

statistics. The IPSA II pipeline, currently under construction 
to Yanbu by an Italian/French/Japanese/South Korean consortium 
and a third spur to Turkey will increase Iragi export capacity 
by 1.1 mbpd and 70,000 bpd respectively in 1989. 


Current Iraqi oil production capacity is estimated at 

4 million bpd, but approximately 33 percent of Iraqi wells are 
either capped or not in operation. Several large oil fields 
are expected to be ready for production of up to 500,000 bpd by 
the end of 1988. An additional 200,000 bpd of capacity is 
expected when the West Qurna Project is completed in 1990. 


Iraq maintains an 810 kilometer strategic pipeline for 
emergency purposes from Fao in the south to Haditha in the 
north. A second 670 kilometer pipeline from Fao to Kirkuk is 
scheduled for completion in 1991. These lines provide 
flexibility for the export of Basra light or Kirkuk crude from 
either geographic extremity. 


Iraq is second in the world to Saudi Arabia in oil reserves. 
The Government of Iraq recently revised its proven oil reserve 
figures from 72 billion barrels announced in September 1986 to 
100 billion barrels. Semi-proven reserves are estimated at 50 
billion barrels. The revised figure is attributed to new 
discoveries, though no detailed data have been provided. 
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Iragi oil refining capacity has more than doubled since 1980 
and reached 400,000 bpd in 1987. In addition to other oil 
derivatives, over 40 types of lubricants are produced. A new 
refinery to be fed by the new East Baghdad Field and Qurna 
Field in the south is in the planning stage. The refinery 
would supply central Iraq. 


Iraq has an estimated 1.3 trillion cubic meters (cu.m) of gas 
reserves. Crude oil output resulted in 10 billion cu.m of 
associated gas in 1987. A nationwide grid is being 
commissioned by the government to supply gas to power stations 
for domestic electricity use and for export to Kuwait and 
possibly to Jordan. Increased domestic use of dry gas and LPG 
is freeing additional crude oil for export and the Iraqi 
Government is actively promoting the substitution of fuels such 
as kerosene by gas and is expanding gas storage capacity. 
There is considerable long-term potential for gas exports, 
since 80 percent of Iragi gas output is flared. 


OPEC Oil Quota: Iraq has refused to accept an OPEC oil 
production quota unless it is set at Iran’s quota of 

2.37 mbpd. There are fears that both Iraq and Iran might start 
pumping extra oil to pay for reconstruction after the war. 

Iraq is currently pumping 2.7 mbpd and some industry sources 
believe that it could increase production to over 4 mbpd within 
a year of the end of hostilities. Given the current oil glut 
and soft prices resulting from overproduction by OPEC and 
non-OPEC countries, the impact of increased Iraqi production of 
this magnitude on oil prices and earnings has serious 
implications. Adequate amounts of reconstruction aid and 
credits from Arab and other sources may determine Iraq’s 
decision in this regard. 


Industrial Sector: Unlike a number of other oil exporting 
countries in the area, Iraq has a sizeable and growing 
population, of about 16.3 million. The country has the work 
force as well as the market to support a domestic industrial 
sector but, as noted earlier, it has relied on expatriate 
employees for expertise and to ameliorate the manpower problems 
resulting from the war. The government has focused on 
establishing domestic factories as an important part of its 
overall development strategy. Although the war and the decline 
in oil revenues has slowed development of Iraq’s domestic 
industries, its new economic programs are designed to diversify 
exports and, where possible, produce items domestically rather 
than continue importing them. The Iraqis are very much 
interested in importing new technology, equipment, and methods 
which will enable them to increase their domestic industrial 
output. High-technology imports are usually granted the 
necessary import licenses and foreign currency. 
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As is true of other oil producing countries in the region, Irag 
is concentrating on the development of hydrocarbon-based 
industries. The construction of the Fertilizer IV Plant near 
Beiji is scheduled for completion in late 1988. This plant was 
to be followed by the construction of a fifth plant, but the 
government has decided instead to expand production capacity 
beyond the 500,000 tons originally planned. Tenders have been 
issued for the construction of a second petrochemicals 

complex. This will include a $300 million ethylene plant. 

Iraq which already exports 500,000 tons of sulphur per year, 
announced a project for the construction of a new sulphur plant 
at Mishraq which will boost exports by 150,000 tons. The 
government also plans to increase phosphate fertilizer 
production from 3.5 million tons annually to 4.9 million tons 
through the construction of an industrial gas facility at 
Diyala which will have an annual production capacity of 

390,000 cu.m of gas per year. 


Plans have also been announced for other industrial schemes 
including salt pans with a capacity of 400,000 tons per year, a 
second iron and steel plant with a capacity of 1 million tons 
of iron sheet per year, two new power plants with a 2,100 MW 
output, and a second tire plant near Baghdad producing one 
million tires per year. Annual tire production at the existing 
tire factory at Diwaniya is 300,000 automobile tires and 
800,000 bicycle and motorcycle tires. 


The Iragis are giving more attention to mixed sector and 
private sector industries producing textiles, household 
appliances, consumer and light industrial goods. Again, the 
focus is on import substitution but the government is actively 
promoting exports of these products through export promotion 
programs, such as participation in international trade fairs, 
and by eliminating old laws that limited productivity and the 
amounts these companies could export. Also, the government is 
allowing exporting firms to keep some of the hard currency they 
earn from their exports and use this to buy needed components 
or other imported goods.. Despite efforts to increase the 
portion of domestic content, producers will continue importing 
major components for these goods for the foreseeable future. 


Agriculture: Of a total area of 444,400 square kilometers, 
about 21 percent of Iraq is arable. Up to 70 percent of this 
arable land is under cultivation with 44 percent of this area 
irrigated and the remainder dependent on rainfall and 

flooding. One-third of Iraq’s work force is engaged in 
agriculture and related activities. Barley, rice, and dates 
are grown in the south, and wheat is grown in the north. Milk, 
sheep and goat meat, poultry and fish are principal products 
for domestic consumption. 
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Iraq is a net importer of foodstuffs and other agricultural 
commodities. U.S. agricultural exports to Irag in 1987 
exceeded $500 million and in 1988 will approximate $1 billion 
making Iraq the ninth largest market for U.S. agricultural 
commodities. Major farm exports to Iraq are rice, wheat, corn, 
soybean meal, poultry feeds, wheat flour, sugar, tobacco, 
carton lumber, sunflower oil, tallow, pulses, hatching eggs, 
dairy products and in 1987 broilers and table eggs. 


As part of its objective to increase agricultural production, 
the Iraqi Government is pursuing an ambitious land reclamation 
and irrigation program. Some 4,500 square miles of land has 
been reclaimed under the government’s current 7,500 square mile 
reclamation plan, and work continues on large irrigation and 
drainage projects throughout the country. The most important 
are Al-Jazira and Saddam Irrigation Projects, the Eastern 
Euphrates Drainage Project and the Third River Project in 
southern Iraq in which a large channel between the Tigris and 
Euphrates rivers is under construction for drainage of saline 
water from surrounding fields. There are also a number of 
large dam projects for flood control, water storage and 
irrigation in northern Iraq. -These will mitigate farmers’ 
present exclusive dependence on rainfall in the north. Such 
projects should’control the flow of the Tigris and all its 
major tributaries by the end of the century. 


The Iraqi Government is also revamping its agricultural 

policy. Whereas the government previously concentrated on land 
distribution, the emphasis now is on increasing agricultural 
productivity and efficiency. In 1987, the government announced 
minimum sizes for agricultural holdings. Irrigated 
landholdings may be no smaller than 62.5 acres (100 donums), a 
move designed to prevent inheritance from breaking up farmlands 
into uneconomic units. Other agricultural policy goals are 
self-sufficiency in certain staples and meeting the industrial 
sector’s demands for agricultural inputs. As part of its 
efforts to foster private and mixed sector growth and get out 
of actual agricultural production, government-owned dairy and 
poultry farms, slaughterhouses, greenhouses, and other 
agricultural facilities have been sold to the private sector. 
Freshwater fishing is being turned over to the private sector 
through leasing of government-owned lakes. The government is 
also assigning or leasing reclaimed lands for private and mixed 
sector cultivation. The Ministry of Agriculture and Irrigation 
will continue planning and providing some agricultural inputs. 
For example, the government will no longer produce honey but 
will continue to supply bees to farmers. In agriculture, as 
elsewhere, the government is trying to cut down on the number 
of bureaucrats involved. President Saddam Hussein announced in 
July 1987 the merger of the Agriculture Ministry with the 
Irrigation Ministry, which oversees construction and operation 
of dams and irrigation systems. 





- 13 - 
IIt IMPLICATIONS FOR U.S. BUSINESS 


As demonstrated by the number of European and Japanese firms 
continuing to do business and even maintain offices in Iraq, 
the country has significant commercial potential. The Iraqis 
have managed a number of particularly serious economic 
challenges over the past 2 years and have stabilized their 
economy. They are optimistic about the future and feel 
confident Iraq can meet any future economic challenges. Iraqi 
officials have said that they would look favorably on companies 
and countries that maintained business and agreed to defer 
payments and reschedule debts during the war. The 

United Kingdom, West Germany, Italy and South Korea are among 
those countries which have accommodated Irag and are currently 
involved in irrigation, land reclamation and oil pipeline 
construction projects. 


In the near term, the Iraqis will continue to look for 
suppliers who can provide the products they want at the lowest 
prices and with the most competitive financing. They are 
sometimes willing to sacrifice quality for price but like to 
avoid doing so whenever possible. This is a change from older 
Iraqi purchasing practices in which quality was of paramount 
importance. Access to financing is usually a critical factor 
in making a sale. The Iraqis generally want 2 to 5 years 
deferred payment at the lowest possible interest rate. 


The best prospects for American firms in the near term will 
include agricultural products, health care products and 
equipment including pharmaceuticals, oil field and refinery 
equipment, computers, and other high-technology goods and 
services. These are products which appear to be of 
sufficiently high priority to obtain the necessary Iraqi 
Government import licenses and foreign currency allocations. 
As the Iraqis continue with efforts to increase domestic 
industrial production, they will be looking for raw materials, 
other factory inputs and capital goods. Iraqis may also be 
interested in U.S. know-how as they work to improve 
productivity. 


With the advent of a cease-fire agreement in August 1988, it is 
expected that the revival of several postponed large-scale 
industrial projects will receive top priority. The government 
plans to invest in new iron and steel and aluminum works, 
fertilizer plants and.a second petrochemicals complex. There 
will also be reconstruction and upgrading of facilities 
mothballed at the start of the war. 
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If the peace talks with Iran provide Iraq with unrestricted 
navigation rights in the Shatt Al-Arab waterway and the upper 
reaches of the Gulf, a program of up to 5 years to salvage, 
clear, and dredge the waterway should be implemented. Work is 
planned to rebuild offshore oil export terminals at Khor 
Al-Amaya and Mina Al-Bakr to resume oil exports through the 
Gulf. Pipelines, pumping stations and storage tanks at the Fao 
terminal will also have to be rebuilt and mooring installed in 
the Gulf before oil exports can begin. Some $3.2 billion is 
planned for development of the Basra region alone. 


The end of the war should permit the government to redirect 
more resources for public housing, health, education, water, 
sewerage, electricity and other areas of direct benefit to the 
Iraqi civilian population. Projects suspended during the war 
for the construction of power plants, refineries, highways, 
pipelines and ports may also be re-initiated. 


The procurement of military hardware will continue to be a | 
major import item, however, as Iraq replenishes its military 

hardware and attempts to maintain its technical superiority 

through state-of-the-art weaponry and logistical supplies. 


Arab Boycott Complications: Iraqi adherence to the Arab league 
boycott of Israel may prevent some U.S. firms from doing 
business in Iraq. Some companies are already blacklisted. 
Others cannot bid on Iraqi Government tenders if under 
investigation by boycott authorities. U.S. firms may be caught 
between conflicting requirements of Iragi and U.S. boycott 
regulations. While some of these conflicts can be resolved, 
others remain insoluble. 


U.S. firms encounter Iraqi boycott provisions in certificates 
of origin, letters of credit, shipping documents, tender and 
contract provisions and in requests to furnish information 
about the firms’ business relationships. Caution should be 
exercised as Iraqi buyers may not advise suppliers of boycott 
provisions until an advanced stage of negotiations and in many 
cases, after a bank guarantee has been provided. 


Generally, a request to participate in a restrictive trade 
practice or boycott must be reported to the U.S. Department of 
Commerce, although there are some exceptions. For more 
information on the exceptions and answers to questions about 
boycott regulations or problems, U.S. firms should contact the 
Office of Antiboycott Compliance, International Trade 
Administration, U.S. Department of Commerce, 

Washington, D.C. 20230. 
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Commercial Contacts: 
For general market information: 


Tom Sams, Desk Officer (Iraq) 
U.S. Department of Commerce 
Office of the Near East 

Room 2039-H 

Washington, D.C. 20230 

Tel. (202) 377-4441 


Dr. Russell Smith, Commercial Attache 
American Embassy, 

P.O. Box 2447 Alwiyah 

Baghdad, Iraq 

Tel. 719-6138/9 


For upcoming trade promotion events: 


Alan Sterling 

Regional Development Officer 
U.S. Department of Commerce 
Washington, D.C. 20230 

Tel. (202) 377-1209 


For current status of any major project: 


Krikor Topakian, Commercial Specialist 
American Embassy 

P.O. Box 2447 Alwiyah 

Baghdad, Iraq 

Tel. 719-6138/9 (Ext. 228) 
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